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Independent Auditors’ Report

The Honorable Members of the Town Council
Town of Pennington Gap
Pennington Gap, Virginia 24277

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the Town
of Pennington Gap, Virginia, as of and for the year ended June 30, 2019, and the related notes to the financial statements,
which collectively comprise the Town’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not audit the financial
statements of the Industrial Development Authority of Pennington Gap, Virginia, which represent .313 percent, .420 percent,
and .002 percent, respectively, of the assets, net position, and revenues of the Town of Pennington Gap. Those statements
were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for the Industrial Development Authority of Pennington Gap, Virginia, is based solely on the report of the other
auditors. We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of the Town of Pennington Gap, Virginia as of June 30, 2019, and
the respective changes in financial position and cash flows, where applicable, thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.




Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary comparison
information, and required pension schedules be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 18, 2020 on our
consideration of the Town of Pennington Gap’s internal control over financial reporting and on our test of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing on internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Town’s internal control over financial reporting and compliance.

2&%% WMo X (o, PLLC

Norton, Virginia
February 18, 2020



Independent Auditor’s Report on Internal Control Over Financial Reporting and On Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

The Honorable Members of the Town Council
Town of Pennington Gap
Pennington Gap, Virginia 24277

We have audited, in accordance with the auditing standards generally accepted in the United States of America, and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of
the Town of Pennington Gap, Virginia, as of and for the year ended June 30, 2019, and the related notes to the
financial statements, which collectively comprise the Town of Pennington Gap, Virginia’s basic financial
statements, and have issued our report thereon dated February 18, 2020. Our report includes a reference to other
auditors who audited the financial statements of the Industrial Development Authority of Pennington Gap, Virginia,
as described in our report on the Town of Pennington Gap, Virginia’s financial statements. This report does not
include the results of the other auditors’ testing of internal control over financial reporting or compliance and other
matters that are reported on separately by those auditors.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements for the year ended June 30, 2019, we considered the
Town's internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the Town's financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Town’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Town’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in the internal control that might be material weaknesses or, significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Pennington Gap, Virginia’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statements amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.



Response to Findings

The Town of Pennington Gap’s response to the findings identified in our audit is described in the separately issued
schedule of findings and responses. The Town’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

We noted certain matters that we reported to management of the Town of Pennington Gap, Virginia, in a
separate letter dated February 18, 2020.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide and opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit in accordance with Government Auditing Standards in
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Q&,&M Mo 3 o, PLLC

Norton, Virginia
February 18, 2020




TOWN OF PENNINGTON GAP, VIRGINIA
Summary of Compliance Matters
June 30, 2019

As more fully described in the Independent Auditor's Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards we
performed tests of the Town's compliance with certain provisions of the laws, regulations, contracts and grants shown below.

STATE COMPLIANCE MATTERS

Code of Virginia:
Budget and Appropriation Laws
Cash and Investments Laws
Local Retirement Systems
Debt Provisions
Procurement Laws
Uniform Disposition of Unclaimed Property Act
Personal Property Tax Relief Act

LOCAL COMPLIANCE MATTERS

Town Charter




TOWN OF PENNINGTON GAP
Statement of Net Position
June 30, 2019

Primary Government Unit

Industrial
Governmental Business Type  Total Primary Development
Activities Activities Government Authority
ASSETS
Cash and cash equivalents $ 527847 § 704,776 § 1,232,623 § 33,835
Receivables, net 118,343 508,208 626,551 -
Internal balances (20,056) 20,056 - -
Due from other governmental units 25,694 - 25,694 -
Restricted cash 92,298 187,133 279,431 -
Notes and loans receivable - 58,093 58,093 20,000
Prepaid and other - 1,200 1,200 -
Net pension asset 86,849 115,126 201,975 -
Capital assets, net 5,578,617 9,163,950 14,742,567 -
Total assets 6,409,592 10,758,542 17,168,134 53,835
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows realted to OPEB 892 1,340 2,232 -
Deferred outflows realted to pensions 10,331 15,329 25,660 -
Total deferred outflows of resources 11,223 16,669 27,892 -
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES § 6420815 $ 10775211 § 17,196,026 § 53,835
LIABILITIES
Accounts payable and accrued liabilities $ 67,170  § 190,460 § 257,630 % -
Accrued payroll and related liabilities 19,905 25,106 45,011 -
Accrued interest payable 45 16,616 16,661 -
Customer security deposits - 77,539 77.539 -
Compensated absences 21,799 61,925 83,724 -
Long-term liabilities:
OPEB Liability 15,447 23,170 38,617 -
Due within one year 56,064 292,260 348,324 -
Due in more than one year 59,328 3,443,468 3,502,796 -
Total Liabilities 239,758 4,130,544 4,370,302 -
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to OPEB - - - -
Deferred inflows related to pensions 17,795 23,588 41,383 -
Total deferred inflows of resources 17,795 23,588 41,383 -
NET POSITION
Net investment in capital assets 5,463,225 5.428,222 10,891,447 -
Restricted 86,849 141,219 228,068 -
Unrestricted 613,188 1,071,638 1,684,826 53,835
Total Net Position 6,163,262 6,641,079 12,804,341 53,835
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES
AND NET POSITION $ 6420815 $ 10795211 $ 17,216,026 § 53,835

See notes to financial statements.
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TOWN OF PENNINGTON GAP
Balance Sheet - Governental Funds

June 30, 2019
Debt Service
General Fund Fund Total
ASSETS
Cash and cash equivalents $ 527,847 % - § 527,847
Receivables, net
Taxes receivable 45,372 - 45,372
Accounts receivable, net 72,971 - 72,971
Interest - s -
Prepaid insurance - - -
Due from other funds 15,386 - 15,386
Due from other governmental units 25,694 - 25,694
Restricted cash 4,255 88,043 92,298
Total assets $ 691,525 § 88,043 § 779,568
LIABILITIES
Accounts payable and accrued liabilities 67,170 - 67,170
Accrued payroll and related liabilities 19,907 - 19,907
Due to other funds 35,443 - 35,443
Total liabilities 122,520 - 122,520
DEFERRED INFLOWS
Property taxes receivable 45,671 - 45,671
Total deferred inflows 45,671 - 45,671
FUND BALANCES
Nonspendable - - -
Restricted - 88,043 88,043
Committed - - -
Assigned 4,255 - 4,255
Unassigned 519,079 - 519,079
Total fund balances 523,334 88,043 611,377
Total Liabilities, Deferred Inflows, and Fund Balances $ 691,525 § 88,043 § 779,568

See notes to financial statements.




TOWN OF PENNINGTON GAP
Reconciliation to the Balance Sheet of Governmental
Funds to the Statement of Net Position
June 30, 2019

Total Fund Balances per Balance Sheet-Governmental Funds

Amounts reported for governmental activities in the statement of Net Position are different because:

Capital assets used in governmental activities are not current
financial resources and, therefore, are not reported in the
governmental funds.

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds.

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds.
Bonds payable, net of premiums and discounts
Notes payable
Accrued liabilities and wages
Accured interest payable
Capital leases payable
Compensated Absences

Financial statement elements related to other postemployment benefits are
applicable to future periods and, therefore, are not reported in the funds.
Deferred outflows of resources for 2019 employer contributions
Deferred outflows of resources related to other postemployment benefits
Deferred inflows of resources related to other postemployment benefits
Net other postemployment benefit liability

Financial statement elements related to pensions are applicable to
future periods, and therefore, are not reported in the funds.
Deferred outflows of resources for 2019 employer contributions
Deferred outflows of resources for the net difference between
projected and actual earnings on pension plan investments
Net pension Asset
Deferred outflows (inflows) of resources for the net difference between
projected and actual earnings on pension plan investments

Net Position of Governmental Activities

See notes to financial statements.

£ 611,377

5,578,617

45,671

(115,392)
3
(45)

(21,799)

892

(15,447)

9,165
1,166

86.849
(17,795)

56163262




TOWN OF PENNINGTON GAP
Combined Statement of Revenues, Expenditures and Changes in Fund Balances
General and Debt Service Funds
June 30, 2019

Debt Service

General Fund Fund Total
REVENUES
General property taxes $ 202,914 $ - 8 202,914
Other local taxes 916,135 - 916,135
Permits, Privilege Fees, and Licenses 21,611 21,611
Fines and forfeitures 5,068 - 5,068
Revenue from use of money & property 34,503 869 35,372
Charges for services 208,832 - 208,832
Miscellaneous 48,351 - 48,351
Recovered costs - - -
Intergovernmental 289,417 - 289,417
Total Revenues 1,726,831 869 1,727,700
EXPENDITURES
Current
General government administration 332,713 - 332,713
Public safety 598,844 - 598,844
Public works 371,609 - 371,609
Parks, recreation and cultural 345,013 - 345,013
Debt Service
Principal retirement 55,167 - 55,167
Interest 2,814 - 2,814
Total Expenditures 1,706,160 - 1,706,160
Excess (Deficiency) of Revenues
Over Expenditures 20,671 869 21,540
OTHER FINANCING SOURCES (USES)
Sale of surplus 23,409 - 23,409
Insurance Proceeds 8,787 - 8,787
Loan proceeds 21,500 - 21,500
Operating transfers in(out) - - -
Total Other Financing Sources (Uses) 53,696 - 53,696
Net Change in Fund Balance 74,367 869 75,236
Fund Balance at Beginning of Year 448,967 87,174 536,141
Fund Balance at End of Year $ 523,334  § 88,043 § 611,377

See notes to financial statements.



TOWN OF PENNINGTON GAP
Reconciliation of the Statement of Revenues, Expenditures, and Changes In
Fund Balances of the Governemental Funds to the Statement of Activities
June 30, 2019

Net Change in Fund Balance Governmental Funds
Amounts reported for governmental activities in the statement of activities are different because

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities,

the cost of those assets is allocated over their estimated useful lives as depreciation expense.
Capital outlay

Depreciation expense

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds.

The issuance of long-term debt (i.e. bonds, leases) provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has any effect on net position. Also, governmental
funds report the effect of issuance costs, premiums, discounts, and similar items whendebt is first
issued, whereas these amounts are deffered and amortized in the Statement of Activities.

Principal repayments:
General obligation debt
Capital lease
Proceeds from debt
Proceeds from capital lease

Some expenses reported in the Statement of Activities do not require the use of current financial

resources and, therefore, are not reported as expenditures in governmental funds.
Accrued interest

Compensated absences
Other post-employment benefits

Governmental funds report pension contributions as expenditures. However, in the Statement of

Activities, the cost of pension benefits earned net of employee contributions is reported as
pension expense

Pension expense

Change in Net Position of Governmental Activities

See notes to financial statements.

Governmental
Funds

$ 75,236

160,844
(311,276)

(150,432)

4,631

55,167

(21,500)

33,667

105
(1,488)
3,096

1,713

18,299

18,299

$ (16,886)



TOWN OF PENNINGTON GAP

Statement of Net Position Proprietary Funds

June 30, 2019

Water Fund Sewer Fund Industrial Fund Combined Total
ASSETS
Cash and cash equivalents 3 647,887 § 56,889 § - 3 704,776
Receivables (Net of Allowance for Uncollectibles)
Accounts 219,938 261,684 - 481,622
Interest 30 - - 30
Grants 26,556 - - 26,556
Due from other funds 457,865 30,214 - 488,079
Notes and Loans receivable 32,000 - 26,093 58,093
Prepaid and other 1,200 - - 1,200
Restricted cash 162,822 24,311 - 187,133
Net Pension Asset 66,652 48,474 - 115,126
Land 10,600 20,515 6,943 38,058
Capital assets, net 6,253,999 2,871,893 - 9,125,892
Total Assets $ 7.879549 § 3313980 § 33,036 11,226,565
DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows related to OPEB 747 593 - 1,340
Deferred Outflows related to Pensions 8,573 6,756 - 15,329
Total Deferred Ouflows of Resources 9,320 7,349 - 16,669
TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES $ 7888869 § 3,321,329 § 33,036 11,243,234
LIABILITIES
Accounts payable and accrued liabilities 3 80,467 $ 109,993 § - 8 190,460
Accrued payroll and related liabilities 14,517 10,589 - 25,106
Accrued interest payable 12,456 4,160 - 16,616
Customer security deposits 52,292 25,247 - 71,539
Due to other funds - 468,023 - 468,023
Compensated absences 39,050 22,875 - 61,925
Long-term liabilities
OPEB Liability 12,518 10,652 - 23,170
Due within one year 241,260 51,000 - 292260
Due in more than one year 3,086,768 356,700 - 3,443,468
Total Liabilities 3,539,328 1,059,239 - 4,598,567
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows related to Pensions 13,656 9,932 - 23,588
Total Deferred Inflows of Resources 13,656 9,932 - 23,588
NET POSITION
Net investment in capital assets 2,936,571 2,484,708 6,943 5,428,222
Restricted 66,652 48,474 26,093 141,219
Unrestricted 1,332,662 (261,024) - 1,071,638
Total Net Position 4,335,885 2,272,158 33,036 6,641,079
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION $ 7888869 $§ 3341329 § 33,036 $ 11,263,234
See notes to financial statements.



TOWN OF PENNINGTON GAP

Combined Statement of Revenues, Expenditures, and Changes in

Net Position Proprietary Funds
For the Year Ended June 30, 2019

OPERATING REVENUES
Charges for servies
Tap fees
Connections
Reconnections
Penalties
Miscellaneous

Total operating revenues

OPERATING EXPENSES
Salaries and wages
Payroll taxes
Group health and life
Pension
Utilities
Telephone
Supplies
Vehicle expense
Insurance
Repair and maintenance
Certification, travel, and training
Professional services
Lab and analysis
Contract services
Dues and subscriptions
Depreciation
Miscellaneous

Total Operating Expenses
Operating Income (Loss)

NON-OPERATING REVENUES (EXPENSES)
Grant income
Transfers
Interest expense
Interest income
Contribution to other
Gain/loss on disposition of assets

Total Non-Operating Revenue (Expenses)
CHANGE IN NET POSITION
NET POSITION AT JULY 1

NET POSITION AT JUNE 30

See notes to financial statements,

Water Fund Sewer Fund Industrial Fund Combined Total
$ 1224195 $ 630,595 § - $ 1,854,790
7,930 - - 7,930
2,050 - - 2,050
90,411 64,692 - 155,103
833 8,736 - 9,569
1,325,419 704,023 - 2,029,442
379,897 302,470 - 682,367
27,511 22,556 - 50,067
133,461 113,889 - 247,350
(2,973) 783 - (2,190)
129,828 51,153 - 180,981
6,043 2,552 - 8,595
126,505 26,892 - 153,397
12,665 5,660 - 18,325
22,434 21,184 - 43,618
71,252 19,236 - 90,488
1,524 3,408 - 4,932
15,935 104,669 - 120,604
12,573 4,199 - 16,772
9,543 2,331 - 11,874
436,966 176,002 - 612,968
3,099 800 12 3,911
1,386,263 857,784 12 2,244,059
(60,844) (153,761) (12) (214,617)
497,576 - - 497,576
(85,882) (13,410) - (99,292)
12,738 469 - 13,207
424,432 (12,941) - 411,491
363,588 (166,702) (12) 196,874
3,972,297 2,438,860 33,048 6,444,205
$ 4335885 § 2272,158 § 33,036 $ 6,641,079




TOWN OF PENNINGTON GAP
Combined Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Other operating income

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Increase ( decrease ) in customer deposits
(Increase) decrease in due from other funds
Increase (decrease) in due to other funds

NET CASH PROVIDED BY NON-CAPITAL FINANCING

ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Purchase of capital assets
Disposition of capital assets
Interfund transfer
Proceeds from borrowings
Contributed capital - Grant revenue
Principal paid on revenue bonds
Interest paid on revenue bonds and equipment
NET CASH USED FOR CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Payments received on community development loans
Interest on investments

NET CASH PROVIDED BY INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

Cash and Cash Equivalents at June 30, 2019
Unrestricted
Restricted

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities
Depreciation and amortization
Increase (decrease) in accrued compensated absences
Net pension and OPEB obligation
Change in Assets, Liabilities, Deferred Inflows/Outflows:
(Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in accrued wages
Increase (decrease) in accrued liabilities

TOTAL ADJUSTMENTS
NET CASH PROVIDED BY OPERATING ACTIVITIES

See notes to financial statements,

Water Fund Sewer Fund Industrial Fund Total
1,171,189  § 434881 § - $ 1,606,070
(607,237) (283,699) (12) (890,948)
(380,974) (302,713) - (683,687)
101,224 73,428 - 174,652
284,202 (78,103) (12) 206,087
2,773 1,610 - 4,383
(138,000) - - (138,000)
- 150,000 - 150,000
(135,227) 151,610 - 16,383
(764,761) (5.073) - (769,834)
65,000 - - 65,000
471,020 - - 471,020
(233,686) (54,500) - (288,186)
(87,031) (13,393) - (100,424)
(549,458) (72,966) - (622,424)
12,778 435 - 13,213
12,778 435 - 13,213
(387,705) 976 (12) (386,741)
1,198,414 80,224 12 1,278,650
647887 $ 56,889 § - 3 704,776
162,822 24,311 - 187,133
810,709 § 81,200 § - 3 891,909
(60,844) $  (153,761) § (12) §  @14617)
436,966 176,002 - 612,968
(2,060) 1,076 - (984)
(15,335) (8,564) - (23,899)
(53,006) (195,714) - (248,720)
12,056 10,199 - 22,255
(34,558) 93,978 - 59,420
983 (1,319) - (336)
345,046 75,658 - 420,704
284202 § (78,103) $ (12) $ 206,087




ASSETS

Cash and cash equivalents
Land
Notes Receivable

Total assets

LIABILITIES
Accounts payable

Total liabilities

Net Position
Unrestricted

Total net position

See notes to financial statements.

TOWN OF PENNINGTON GAP
Discretely Presented Component Unit-Industrial Development Authority
Statement of Net Position
June 30, 2019

$ 33835
20,000
$ 533835
$ -
53,835
§ 53835



TOWN OF PENNINGTON GAP
Discretely Presented Component Unit-Industrial Development Authority
Statement of Activities

Year Ended June 30, 2019
Total
REVENUES
Charges for services $ -
Gain (loss) on property sale (989)
Total revenues (989)
EXPENDITURES
Professional Services 1,273
Interest 262
Miscellaneous 66
Total expenditures 1,601
Excess of revenues over expenditures (2,590)
Capital contributions -
Net position at beginning of year 56,425
Net position at end of year $ 53,835

See notes to financial statements.



TOWN OF PENNINGTON GAP, VIRGINIA
Notes to Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Pennington Gap, Virginia is located in extreme Southwestern Virginia, in the central portion of Lee County,
and was founded in 1890, and first incorporated in 1892. The Town of Pennington Gap possesses all powers conferred
upon or delegated to towns under the Constitution and laws of the Commonwealth of Virginia. By enactment of the
General Assembly of Virginia, under the Charter of TOWN OF PENNINGTON GAP, the Town operates under a mayor
and six member council form of government elected every four years by municipal election. Legislative procedure for the
Town is by council acting only by ordinance or resolution to make such rules as are necessary for the orderly conduct of
its business, with the exception of ordinances making appropriations or authorizing the contracting of indebtedness
confined to the general fund, subject to vote by referendum. The Town provides a full range of services including public
safety, roads, sanitation, water, sewer, planning, boundary adjustment, and general administrative services to its
approximately 1,781 residents. The Town’s land area is 1.44 square miles (922 acres). The accompanying financial
statements conform to accounting principles generally accepted in the United States of America as applicable to
governments.

Reporting Entity - The basic criterion for determining whether a governmental department, agency, institution,
commission, public authority, or other governmental organization should be included in a primary governmental unit’s
reporting entity for basic financial statements is financial accountability. Financial accountability includes the
appointment of a voting majority of the organization’s governing body and the ability of the primary government to
impose its will on the organization or if there is a financial benefit/burden relationship. In addition, an organization which
is fiscally dependent on the primary government should be included in its reporting entity. These financial statements
present the Town of Pennington Gap, Virginia (the primary government) and its component units. Blended component
units, although legally separate entities, are, in substance, part of the government’s operations and so data from these units
are combined with data of the primary government. Each discretely presented component unit, on the other hand, is
reported in a separate column in the combined financial statements to emphasize it is legally separate from the
government.

As required by generally accepted accounting principles, these financial statements present the Town of Pennington Gap,
Virginia (primary government) and its component units. The component units discussed in Note B are included in the
Town's reporting entity because of the significance of their operational or financial relationships with the Town of
Pepnington Gap, Virginia.

Individual Component Unit Disclosures - Discretely Presented Component Unit: The Industrial Development
Authority of Pennington Gap, VA (the IDA) was established by ordinance of the Pennington Gap Town Council pursuant
to the Industrial Development and Revenue Bond Act, Section 15.2-49-03 of the Code of Virginia, as amended, for the
purpose of promoting economic development, commercial enterprise, convenience or prosperity within the Town of
Pennington Gap. The Town has a financial accountability for the authority, including the appointment of the Authority's
seven-member governing body and the contribution of a material amount of funds to the Authority.

Financial Reporting Model - In June 1999, GASB issued Statement No. 34, Basic Financial Statements — and
Management's Discussion and Analysis — for State and Local Governments (GASB 34). This statement, known as the
“Reporting Model” statement, affects the way the Town prepares and presents financial information. State and local
governments traditionally have used a financial reporting model substantially different from the one used to prepare
private-sector financial reports. The Town has implemented the requirements of GASB 34, beginning with the year ended
June 30, 2004.

GASB 34 established requirements and the new reporting model for the annual financial reports of state and local

governments. The Statement was developed to make annual reports easier to understand and more useful to the people
who use governmental financial information to make decisions and includes the following components:
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Reporting Model (continued) - Management’s Discussion and Analysis — GAAP requires that financial
statements be accompanied by a narrative introduction and analytical overview of the government’s financial activities in
the form of “management’s discussion and analysis” (MD&A). This analysis is comparable to analysis the private sector
provides in their annual reports.

Government-wide financial statements — The reporting model includes financial statements prepared using full accrual
accounting for all of the government’s activities (i.e., reports all of the revenue and cost of providing services each year,
not just those received or paid in the current year or soon thereafter). Government-wide financial statements do not
provide information by fund or account group, but distinguish between the Town’s governmental activities, business-type
activities and activities of its discretely presented component units on the Statement of Net Position and Statement of
Activities. Significantly, the Town’s Statement of Net Position includes both noncurrent assets and noncurrent liabilities
of the Town. Depreciation expense on the Town’s capital assets, including infrastructure, is reflected in the government-
wide Statement of Activities.

Statement of Net Position — The Statement of Net Position is designed to display the financial position of the primary
government (governmental and business-type activities) and its discretely presented component units. The Town reports
all capital assets, including infrastructure, in the government-wide Statement of Net Position and reports depreciation
expense — the cost of “using up” capital assets — in the Statement of Activities. The net position of the Town is reported in
three categories — 1) net investment in capital assets; 2) restricted; and 3) unrestricted.

Statement of Activities — The government-wide Statement of Activities reports expenses and revenues in a format that
focuses on the cost of each of the Town’s functions. The expense of individual functions is compared to the revenues
generated directly by the function (for instance, through user charges or intergovernmental grants).

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment are offset
by specific program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. All taxes, and other items not properly
included among program revenues, are reported instead as general revenues.

The government-wide Statement of Activities reflects both the gross and net cost per functional category (public safety,
public works, etc.) which are not otherwise being supported by general government revenues (property, sales and use
taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The Statement of Activities reduces gross
expenses (including depreciation) by related program revenues and operating and capital grants and contributions. The
program revenues must be directly associated with the function (public safety, public works, etc.) or a business-type
activity.

Fund Statements — In addition to the government-wide financial statements, the Town reports fund financial statements
which use the modified accrual basis of accounting and the current financial resources measurement focus. Accordingly,
the accounting and financial reporting for the Town’s Governmental fund types (i.e., General, and Permanent) are similar
to that previously presented in the Town’s financial statements. See note 1(c) for further discussion.

Measurement Focus, Basis of Accounting, and Basis of Presentation - The government-wide financial statements, as
well as the proprietary fund financial statements, report all their activities using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.



